PIRAEUS BANK GROUP - 9M 2005 RESULTS

· 49% INCREASE IN NET PROFIT

· ALL TIME HIGHEST PERFORMANCE

Michael Salas, Chairman & C.E.O. of Piraeus Bank Group said:

"The exceptional performance in the 9 month 2005 results is attributed mainly to the acceleration of retail banking activities, in line with the Group's strategy for further expansion into households and small medium-sized enterprises  (SME) segments." 

The Group's net profit, after tax and minority interests, amounted to euro 136.2 mn in 9m '05 compared to euro 91.5 mn last year, representing a growth of 49%. 

Major highlights of the 9m ‘05 results for Piraeus Bank Group:

. Further strengthening of operating income on the back of the rise of net

interest income by 23% and net commission income by 33%;

. Retaining of net interest margin (NIM) on average interest earning assets

to 3.31%;

. Improvement of “cost to income” ratio to 56.8% down from 60.5% for the

corresponding period of 2004;

. Improvement of after-tax ROE to 19.5% up from 14.9% last year;

. Expansion of the loan portfolio by 23% y-t-d and by 29% y-o-y;

. Increase of customer deposits by 24% y-t-d and by 25% y-o-y;

. Strengthening of market shares in Greece in terms of mortgage,

consumer and SMEs financing, as well as customer deposits;

. Retaining of the capital adequacy ratio at a high level (estimate at 11.1%

with a Tier I at 8.9%)

Piraeus Bank Group’s Balance Sheet

At the end of September ‘05 the Group’s total assets amounted to €21,768 mn versus €16,846 mn at year-end 2004, i.e. up by 29% y-t-d. The loan portfolio growth was considerable, with the balance to climb by 23% y-t-d or 20% on a comparable basis (i.e. not including the recent acquisitions of Eurobank AD in Bulgaria, Atlas BankAD in Serbia and the Egyptian Commercial Bank in Egypt, which were consolidated for the first time in June ’05 financial statements (€ 676 mn incustomer deposits, €393 mn in loans for September ‘05) at the end of September ‘05 totalling €14,980 mn. The growth of the Group’s portfolio was almost double than the market growth rate (estimated at 11% y-t-d), gaining market share. On an annual basis, the Group’s loan expansion was 29% (Sept. ’04: €11,584 mn) or 26% on a comparable basis. At the same time, the liquid assets (bonds, interbank claims,deposits with central bank) increased to €5,208 mn versus €3,345 mn at the end of 2004. As a result, their contribution to total assets reached 24% up from 20% respectively, while the relevant liquidity rations were strengthened. 

Mortgage lending continued expanding at a pace of 57% y-o-y, significantly higher than the market (31% estimate), amounting to €3,036 mn compared to €1,928 mn on 30/09/2004. The emphasis paid by the Group on this segment has driven the market share up to 8.4% from 7.6% at year-end 2004. Consumer loans (excluding consumer factoring) increased by 40% 

y-o-y, totaling at the end of September 2005 €2,081 mn versus €1,484 mn a year ago. Their expansion was higher than the market’s (30% estimate) resulting in market share enhancement to 10% (estimate), up from 9.3% in December 2004. In consumer factoring, the Group continued its policy of reduction in this thin margin segment, thus decreasing by 34% on an annual basis to €96 mn. The participation of loans to households in the total loan portfolio accounted for 34.8% at the end of September 2005, in line with the mid-term goal of further enhancement. 

The granting of new loans shows an impressive growth. Mortgage loans disbursements of Piraeus Bank amounted to €997 mn on 30/09/2005 against €464 mn on 30/09/2004, up by some 115%. At the same time, the Bank’s consumer loans disbursements (excluding consumer factoring) were improved by 128% up to €759 mn compared to €333 mn on 30/9/2004.

Loans through branch network towards SMEs in Greece and abroad, a segment in which the Group holds a substantial market position and places particular attention, increase by 38% annually or 32% on a comparable basis, amounting €6,069 mn on 30/09/2005 versus €4,397 mn on 30/9/2004. This type of loans amounts for 40.5% of the total loan portfolio.

Loans to medium and large enterprises including shipping accounted for 24.7% of the total loan portfolio as it amounted to €3,698 mn on 30/09/2005 compared to €3,630 mn last year (+2%).

The non-performing loans ratio stood at 3.80% of gross loans at the of 9m 2005 versus 4.25% a year ago, while excluding the ex-ETBA Bank loan portfolio the ratio stands at 2.69%. The cumulative provision coverage of non-performing loans is one of the highest in the Greek banking market, standing at 86.8%, substantially higher than the EU-12 average (64.7% Dec.2004). 

Customer deposits reached €13,242 mn up by 24% y-t-d (or 17% on a comparable basis), which is higher than the market’s growth rate (12% estimate), thus gaining a market share in this market too. Customer deposits also include ETBA bonds issued for the bank’s retail clients, which amounted to €419 mn on 30.09.2005 versus €480 mn at 2004 year-end. On an annual basis, deposits rose by 25% (Sept.2004 €10,618 mn) or 18% on a comparable basis, with savings deposits increasing by 17%, sight deposits by 33% and time deposits by 27%. The high growth rate of low cost funds, such as savings and sight deposits, is the result of the “maturing” phase of the new branch network units. 

The bank’s senior debt (ECP & EMTN programs) as well as the €750 mn mortgage backed securitization, which has broadened the funding sources and lengthened their average duration, totaled €2,856 mn on 30/09/2005 versus €1,169 mn at year-end 2004, up by some 144%. 

The Group’s total equity on 30/09/2005 reached €1,380 mn against €1,269 at year-end 2004. Piraeus Bank’s shareholders’ funds amounted to €957 mn on 30/09/2005 compared to €902 mn at the end of Dec. 2004. 

The estimated capital adequacy ratio remained at the high levels of June 2005, i.e. 11.1% with Tier I at 8.9%. 

Analysis of Piraeus Bank Group’s Results

Piraeus Group’s pre-tax profit in 9m 2005 amounted to €203.1 mn versus €148.5 mn for the last year’s corresponding period, up by 37%, while the Group’s after-tax profit reached totally €173.8 mn against €113.4 mn in the 9m 2004, up by some 53%. 

The Group’s net profit, after tax and minority interests, amounted to €136.2 mn on 30/09/2005 compared to €91.5 mn a year ago (+49%). 

Net profit attributable to Piraeus Bank’s shareholders in the 3rd Quarter of 2005 amounted to €49.7 mn versus €34.6 mn in the respective quarter of 2004, presenting an increase of 44%. 

Total revenues in 9M 2005 reached €622.2 mn compared with €516.3 mn a year ago, up by some 21% or 18% on a comparable basis. Part of 80% of net income stems from the net interest and net commission income and has amounted to €499.3 mn against €399.7 mn last year, up by some 25%, while all other income lines amounted to €122.9 mn compared to €116.6 mn in last year’s corresponding period, up by 5%. 

Net interest income rose by 23% or 21% on a comparable basis, amounting €397.2 mn compared to €322.9 mn on 30/09/2004. Net interest margin (net interest income on average interest earning assets) was retained at the high level of last year’s corresponding period, at 3.31%. 

Net commission income amounted totally €102.0 mn compared to €76.8 mn on 30/09/2004, up by 33% or 28% on a comparable basis. 75% of net commission income is generated from commercial banking activities, standing at €76.8mn on 30/09/2005 versus €55.7 mn last year, increasing thus by 38%. Net commissions associated with investment banking activities, including stock brokerage activities, came out at €17.5 mn versus €14.6 mn on 30/09/2004, up by some 20%. Net revenues from asset management activities amounted to €7.7 mn against €6.4 mn a year ago, up by some 20%. 

Net trading income, including gains from investment securities, reached on 30/09/2005 €58.9 mn versus €20.7 mn on 30/09/2004. Major part of it was generated by the equity portfolio of the Group’s closed-end fund  (Hellenic Investment S.A.), which is under absorption by Piraeus Bank S.A. 

Other operating income, which includes revenues generated from other banking activities, as well as real estate activities, amounted to €46.8 mn against €82.3 mn in the corresponding period of 2004 decreased by €36 mn. It is worth mentioning that the 9M 2004 results has included approximately €32 mn of non-recurring revenues. 

Total operating cost, excluding the voluntary separation scheme expense that was charged in the 2nd quarter 2005 results, amounted to €344.4 mn versus €312.3 mn in 9M 2004, up by 10% annually or 7% on a comparable basis. If the aforesaid expense is added, total cost will have amounted to €353.6 mn on 30/09/2005, up by some 13% compared to 9M 2004. 

Personnel expenses went up by just 1% compared to the 9M of 2004, not including the €9.2 mn cost of the voluntary separation scheme in early 2005 (one-off expense); on a comparable basis, staff costs dropped by 1%. This decrease occurred notwithstanding the branch expansion in Greece and the Balkans by 49 units (25 and 24 new branches, respectively) through organic growth. If the cost of the voluntary separation scheme is added as well as the newly-acquired banks in mid 2005, personnel expenses will have reached €189.8 mn on 30/09/2005 versus €178.0 mn on 30/09/2004, i.e. up by some 7%. 

General administrative expenses on 30/09/2005 amounted to €137.3 mn versus €117.3 mn on 30/09/2004, up by 17% or 14% on a comparable basis. This growth is mainly attributed to costs related to advertising as well as the promotion of banking products. 

(Profit)/loss from property and equipment disposal, which according to IFRS is included in operating expenses, equaled to profit of €4.4 mn against a profit of €11.8 mn for the respective period last year. 

The depreciation expense was €30.8 mn versus €28.8 mn on 30/09/2004, up by 7%, mainly related to the new acquisitions (excluding the new acquisitions, it would be 4%). 

The “Cost to Income” efficiency ratio was enhanced by 370 base points to 56.8% from 60.5% on 30/09/2004, resulting from the containment of operating cost growth, versus the increasing pace of revenues. If the one-off expense of the voluntary separation program is deducted, the ratio stands at 55.3%. 

Provision costs amounted to €66.6 mn on 30/09/2005 versus €54.0 mn last year, up by some 23%. It is reminded that, under IFRS, only specific provisions are now recognized, deriving from the impairment test of the loan portfolio conducted on an on-going basis. 

The effective tax rate was 14.4%  positively affected by the revenues structure, the lower tax rate of the profits of the two closed-end funds (equity portfolio and real estate), the tax benefit from the merger with Hellenic Investment, as well as the lower deferred taxation, mainly arising from the real estate subsidiaries.

The significantly enhanced profitability led to the improvement of the after-tax ROE, which increased to 19.5% up from 14.9% last year. The after-tax ROA was enhanced by 21 bps compared to last year and reached 1.20% , up from 0.99% a year ago. 

At the end of September 2005, the Group’s branch network numbered 418 units (259 domestic and 159 abroad) versus 287 last year, i.e. up by 46% or 131 units (81 of which from new acquisitions). Furthermore, the number of the Group’s staff was 7,964 on 30/09/2005 

( 5,499 in Greece and 2,515 abroad) compared to 6,223 last year, up by 28% or 1,741 employees (out of whom 1,419 derived from the new acquisitions). 

Latest Developments

On October 18, 2005, the Extraordinary General Meeting of Piraeus Bank Shareholders and Hellenic Investment S.A. approved the acquisition of the latter by the former. The completion of the said merger is estimated to take place in November and will result in the significant decline of the minority interests in both equity and profits. More specifically, if the merger had been completed at the end of September 2005:

· The shareholders’ funds would amount to €1,200 mn (up from €957 mn);

· The net profit attributable to the Bank’s shareholders would rise to almost €160 mn (up from €136 mn); and

· The earnings per share (EPS), basic and diluted, after tax, taking into account the number of shares after the completion of the merger, would be €0.76 (as opposed to €0.69). 

During the last three months, i.e. August-October 2005, the three credit rating agencies “Fitch”, “S &P’s” and “Moody’s” affirmed the credit rating of Piraeus Bank. 

Piraeus Bank Share Data

The basic and diluted after-tax EPS on 30/09/2005 amounted to €0.69 up from €0.47 in the corresponding period of 2004, up by 48%. 

In the last twelve months, the price of Piraeus Bank’s share fluctuated between €17.68 (maximum on 7/10/2005) and €11.11 (minimum on 23/11/2004). On 8/11/2005, the price of the share was €17.46 and the Bank’s market capitalization amounted to €3.5 bn, ranked 11th in ATHEX and 4th among companies of the private sector. 

The number of outstanding shares of the Bank on 30/9/2005 was 200,257,006 (stable from year-end 2004), while the average number of the Bank’s shares on 30/09/2005 (excluding treasury stock) was 196,176,511. 

The liquidity of the Piraeus Bank share in ATHEX has remained particularly high (73.5% from October 2004 until September 2005) compared to 45.7% of the banking index respectively. 

